TO: OVERSIGHT BOARD

SUBJECT: Informational Item on Disposition of
Property at 68307 East Palm Canyon

PDEPARTMENT: Administrative Services

wthedval City
e pn MEETING DATE: April 26, 2012

OVERSIGHT BOARD

RECOMMENDATION: The following report is being provided as an informational item.
As such, the recommended action is to receive and file this report.

INFORMATION: As of February 1, 2012, pursuant to ABX1-26, the Redevelopment
Agency of the City of Cathedral City {(Agency), along with all California redevelopment
agencies, was required to dissolve. The City Council elected to become both the
Successor Agency and the Successor to the Housing Functions of the former
redevelopment agency.  Prior to dissolution of the Agency, official action had been
taken to enter into both a First Amended and Restated Owner Participation Agreement
(OPA) and a Disposition and Development Agreement (DDA) with the City Urban
Revitalization Corporation {CURC).The OPA provided CURC with a grant which could
be used for acquisition and development of property. The DDA designated CURC as
the master downtown developer and provided CURC with options to acquire Agency
owned land within the downtown region. CURC is a non-profit, public benefit
corporation that was founded in 2001 with the express purpose of reducing the burden
on local government by assisting the City in its efforts to revitalize its downtown region.

As an implementation measure of these enforceable obligations, the Agency has sold
real property located at 68307 East Palm Canyon that was gifted to the Agency may
years ago, to CURC. This property consists of a total of six parcels and includes both
the existing blighted former Heilig Meyer furniture store as well as vacant land
immediately southerly of the building. The property was sold to CURC, who then
immediately resold the property to Michael and Betty Balian to be redeveloped by these
new owners into a new Carpet Empire Store. The property was sold at more than the
appraised fair market value (sales price $800,000, fair market value $790,000. The
result of this transaction is that a property that has been off the tax rolls for many years
has been returned to the tax rolls thus generating property tax for all taxing entities, a
blighted property will be redeveloped and returned to productive use, and an existing
business that was threatening to relocate out of the City, will be retained.

Since this property was not originally acquired with tax increment and the disposition
and subsequent resale of the property is consistently with requirements of two current
enforceable obligations, it does not require Oversight Board approval. As such, this
information is being provided solely in the interest of full disclosure.



SUBJECT: Amended Recognized Obligation
Payment Schedule for period of January to
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MEETING DATE: April 26, 2012
OVERSIGHT pr

BOARD FROM: Cathedral City as Successor Agency

AGENDA

REPORT

RECOMMENDATION: It is recommended that the Oversight Board adopt the attached
resolution approving the Amended Recognized Obligation Payment Schedule ("ROPS”)
for the period of January 1, 2012 through June 30, 2012 contingent upon certification
from the Riverside County Auditor-Controller.

DISCUSSION: Pursuant to ABX1-26 and the subsequent California Supreme Court
Decision, all California Redevelopment Agencies were required to dissolve as of
February 1, 2012. The City of Cathedral City elected to become the Successor Agency
to the dissolved agency. In this capacity, the Successor Agency is required to prepare
and submit for approval to the Oversight Board ROPS on a prospective six-month basis
that identify all enforceable obligations and the estimated payments required to be
made on these enforceable obligations and administrative costs during the respective
six month period. The ROPS is the base document used by the County Auditor-
Controller to determine the bi-annual allocation to Successor Agencies of what was
formally tax increment and which is now deemed property tax in order to provide
funding to pay these enforceable obligations and operating costs.

The first ROPS required under the statute covered the period from January 1, 2012
through June 30, 2012, and is the only ROPS that is required to be certified by the
County Auditor-Controller. On March 27, 2012, the ROPS for this time period was
approved by the Oversight Board contingent on final cerification by the Auditor-
Controller. The Auditor-Controller has just commenced the audit process, which is not
required to be completed until July 1, 2012. If enforceable obligations are not included
in this first ROPS, they cannot be added to subsequent ROPS.

Staff has determined that some enforceable obligations were inadvertently omitted from
the ROPS that was previously approved by the Oversight Board, and as such, desires
to submit an Amended ROPS for Oversight Board consideration. Once approved or
modified by the Oversight Board, the Amended ROPS will be forwarded to the County
Auditor-Controller, the State Department of Finance and the State Controller's office.
Any actions taken by the Oversight Boards are not effective for three business days in
order to provide the State Department of Finance (*DOF”) time to evaluate whether it
desires to review such action. If DOF provides notification that it desires additional
information, it then has ten days in which to either approve the action or request



reconsideration by the Oversight Board. No DOF reviewed item is approved under it
receives final DOF approval.

FISCAL IMPACT: Oversight Board approval of the Auditor-Controller certified ROPS
and the ultimate concurrence of DOF is essential in determining the total amount of
revenue to be received by the Successor Agency in order to fulfill its enforceable
obligations.

ALTERNATIVES: The Oversight Board could elect not to approve the Amended
ROPS, but doing so may jeopardize the Successor Agency’s ability to meet its
enforceable obligations.

ATTACHMENTS:
Attachment One: Resolution and Amended ROFPS



RESOLUTION NO.

A RESOLUTION OF THE OVERSIGHT BOARD TO THE SUCCESSOR
AGENCY OF THE REDEVELOPMENT AGENCY OF CATHEDRAL CITY
CITY APPROVING THE AMENDED RECOGNEED OBLIGATION
PAYMENT SCHEDULE (“ROPS”) TO INCLUDE AN ADMINISTRATIVE
BUDGET AS REQUIRED BY HEALTH & SAFETY CODE 34180

WHEREAS, in accordance with the provisions of the California Heaith and Safety Code Section
34173, the City Counci! of the City of Cathedral City, a public body, corporate and politic, has been designated
and has accepted such designation of Successor Agency (“Successor™) to the Redevelopment Agency of the City
of Cathedral City to carry out the purposes of and exercise the powers granted to Successor Agencies in
accordance with Assembly Bill X1 26 (ABX1 26), Section 1.85 of Division 24 of the Health and Safety Code;
and

WHERFAS, pursuant to Section 34177()(2)(A), the initial DRAFT “Recognized Obligation
Payment Schedule” (“ROPS”) was prepared by the Successor Agency for the enforceable obligations of the
former redevelopment agency by March 1, 2012; and

WHERFEAS, the initial draft ROPS shall project the dates and amounts of scheduled payments for
each enforceable obligation for the remainder of the time period during which the redevelopment agency would
have been authorized to obligate property tax increment had such a redevelopment agency not been dissolved; and

WHEREAS, the initial draft ROPS covering the period of time from January 1, 2012 through
June 30, 2012 shall be reviewed and certified, as to its accuracy, by an external auditor designated by the
Riverside County Auditor-Controller pursuant to Section 34182; and

WHEREAS, the certified ROPS must be submitted to and duly approved by the oversight board and
submitted to the county auditor on or before April 15, 2012; and

WHEREAS, the Oversight Board, in accordance with the provisions of the California Health and
Safety Code Section 37179 (a), has been formed to carry out the purposes and exercise the powers granted to
Oversight Boards in accordance with Assembly Bill X1 26 (ABX1 26), Section 1.85 of Division 24 of the Health
and Safety Code; and

WHEREAS, on March 27, 2012 by adoption of Resolution No. OB-2012-01, the Oversight Board
approved the ROPS for the period of time of January 1, 2012 through June 30, 2012 contingent upon certification
of the county auditor and said ROPS was submitted to the county auditor, California Department of Finance and
State Controller’s Office prior to April 15, 2012; and

WHEREAS, the ROPS has not yet been certified by the county auditor; and
WHEREAS, the ROPS identifies and includes an administrative budget, and

WHEREAS, it has been determined that enforceable obligations were inadvertently omitted from the
ROPS as contingently approved by the Oversight Board on March 27, 2012, and

WHEREAS, it is both prudent and reasonable to submit an amended draft ROPS for the
period of time of January 1, 2012 through June 30, 2012 (the Amended ROPS) to the county auditor, Califernia
Department of Finance and State Controtler’s Office.

NOW, THEREFORE, BE IT RESOLVED BY THE OVERSIGHT BOARD AS THE
GOVERNING BOARD OF THE SUCCESSOR AGENCY OF THE REDEVELOPMENT AGENCY OF
THE CITY OF CATHEDRAL CITY AS FOLLOWS:



Section 1. The City Council as the Successor Agency’s governing board established and
recommended Oversight Board approval of the draft Amended Recognized Obligation Payment Schedule and
directed the City Manager to cause the transmission of the Amended ROPS to the Riverside County Auditor-
Controller, the State Controler’s Office, and the State Department of Finance, or alternatively to provide notice to
those entities together with the address of the City’s website and the posting of the Amended ROPS to the City’s
website.

Section 2. The Successor Agency found and determined that the establishment of the
Amended ROPS is not a “project” requiring environmental review under the California Environmental Quality
Act (Public Resources Code Section 21000, et seq.) because it pertains to governmental fiscal activities which do
not involve any commitment to any specific project which may result in a potentially significant impact on the
environment.

Section 3. The Successor Agency recognized the Amended ROPS serves as the budget
document for the Successor Agency during the designated operative period and appropriated funds as identified.

Section 4. The Successor Agency is required to submit the Amended ROPS to the
Oversight Board for approval.

Section 5. The Oversight Board has received a non-Certified Amended ROPS and approves the
Amended ROPs and all the underlying agreements, subject to certification by the County Auditor, a copy of
which is attached as Exhibit A to this Resolution.

Section 6. The Oversight Board directs the City Manager to cause the transmission of the ROPS
to the Riverside County Auditor-Controller, the State Controtler’s Office, and the State Department of Finance, or
alternatively to provide notice to those entities together with the address of the City’s website and the posting of
the Amended ROPS to the City’s website

Section 7. This Resolution will become effective in accord with CRL Section 34179¢h).

The foregoing Resolution was duly and regularly adopted at a regular meeting of the Oversight Board
to the Successor Agency of the Redevelopment Agency of Cathedral City held on April 26, 2012 by the following
vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

CHAIR

APPROVED: ATTEST:

City Manager City Clerk/ Successor Agency Secretary

APPROVED AS TO FORM:

Oversight Board Counsel
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SUBJECT: Recognized Obligation Payment
Schedule for period of July to December 2012
and Approval of Administrative Budget

fmfwﬁeg%g{ @g&g DEPARTMENT: Administrative Services
Ty T s Tk Bnpmit St
MEETING DATE: April 26, 2012
OVERSIGHT P
BOARD FROM: Cathedral City as Successor Agency

AGENDA REPORT

RECOMMENDATION: It is recommended that the Oversight Board adopt the attached
resolution approving the Recognized Obligation Payment Schedule (*ROPS”) for the
period of July 1, 2012 through December 31, 2012 which includes approval of an
administrative budget equivalent to 3% of the allocation of property taxes made to the
Successor Agency from the Auditor Controller for fiscal year 2012-13 to be allocated
between the two six month ROP periods in that fiscal year.

DISCUSSION: As of February 1, 2012, pursuant to ABX1-26, the Redevelopment
Agency of the City of Cathedral City (Agency), along with all California redevelopment
agencies, was required to dissolve. The City of Cathedral City elected to become the
Successor Agency to its former redevelopment agency. As such, going forward, the
City Council, in its capacity as the Successor Agency, is now charged with the
responsibility of fulfilling the enforceable obligations of the dissolved redevelopment
agency. The Successor Agency receives the dollars needed to fulfill these obligations
from an allocation from the Auditor Controller of what was previously known as tax
increment, and which is now deposited by the Auditor Controller into a Redevelopment
Property Tax Trust Fund (RPTTF). The document that must be submitted to the Auditor
Controller, the State Department of Finance and the State Controller's Office to justify
the amount of money needed on a prospective, six-month basis by Successor Agencies
in order to pay these enforceable obligations and administrative costs, is the
Recognized Obligation Payment Schedule.

The first ROPS prepared and submitted under the auspices of ABX1-26 covered the
period of January 1, 2012 through June 30, 2012 was required to be audited and
certified by the Auditor Controller prior to final approval by the Oversight Board. The
Auditor Controller has just started the certification process and is not legally required to
have the required audit completed until July 1, 2012. Only that first ROPS is required to
be certified by the Auditor Controller.

Irrespective of the fact that we do not yet have a certified ROPS for the period of time
covering January 1 through June 30, 2012, the Successor Agency is now required to



prepare for Oversight Board approval the ROPS for the next six month period, covering
the period of time from July 1, 2012 through December 31, 2012 (the “Second ROPS”).
This Second ROPS must alsc contain an administrative budget which, by statute, may
be up to three percent of the amount of the distribution to be made by the Auditor
Controller to the Successor Agency per fiscal year and is also required to be approved
by the Oversight Board. This distribution is net of both pass-through payments fo taxing
entities which are now to be made directly by the Auditor Controller as well as the
Auditor Controller's administrative costs. At this time, we have not been notified as to
what the Auditor Controfler's actual administrative costs will be; hence staff is only able
to make a rough estimate of the amount of the administrative allowance. As such, staff
recommends that the Oversight Board approve an administrative budget to be
contained within this ROPS equivalent to three percent of the total distribution to be
received by the Successor Agency for the entirety of the 2012-13 fiscal year from the
Redevelopment Property Tax Trust Fund, which is then to be appropriately allocated
between both this ROPS (July 1 through December 31, 2012) and the subsequent
ROPS which will cover the period of time from January 1, 2013 through June 30, 2013.

Once approved by the Oversight Board, the Second ROPS must be forwarded to the
Auditor Controller, the State Department of Finance (‘DOF"} and the State Controller’s
Office prior to May 11, 2012, although the Auditor Controller is asking this be done as
quickly as possible. As has been previously noted, all actions taken by the Oversight
Board are not effective for three business days in order to provide an opportunity for
DOF to request review of an action. If DOF does submit a review request, it then has
ten days to either approve the Oversight Board’s action or to request reconsideration. A
DOF reviewed item is not effective until it receives final DOF approval.

FINANCIAL IMPACT: Forwarding the Oversight Board approved Second ROPS for
the six-month period of July 1, 2012 through December 31, 2012 to the Auditor
Controller, the State Department of Finance and the State Controller’'s Office is the next
step to ensure that the Successor Agency will receive an allocation of what was formally
tax increment in order to pay its pre-existing financial commitments and administrative
costs for that six-month period of time.

ALTERNATIVES: The Oversight Board could recommend changes be made to the
Second ROPS, but the completed document must be forwarded to the State
Department of Finance no later than May 11, 2012.

ATTACHMENTS:
Attachment One: Resolution & ROPS Schedule for July 1, 2012 — Dec 31, 2012



RESOLUTION NO.

A RESOLUTION OF THE OVERSIGHT BOARD TO THE SUCCESSOR
AGENCY OF THE FORMER REDEVELOPMENT AGENCY OF THE CITY
OF CATHEDRAL CITY APPROVING A RECOGNIZED OBLIGATION
PAYMENT SCHEDULE FOR THE PERIOD COMMENCING JULY 1, 2012
THROUGH DECEMBER 31, 2012, AS REQUIRED BY HEALTH & SAFETY
CODE SECTION 34177(1)(1)

WHEREAS, in accordance with the provisions of the California Community Redevelopment
Law (Health and Safety Code Section 33000, et seq. (“CRL”), the City Council of the City of Cathedral
City previously established the Redevelopment Agency of the City of Cathedral City, a public body,
corporate and politic (“Agency™) to carry out the purposes of and exercise the powers granted to
community redevelopment agencies in accordance with the CRL; and

WHEREAS, on February 1, 2012, the Agency was dissolved in accord with Assembly Bill 1X26
(Stats. 2011, 1% Ex. Sess., Ch. 5) (“AB 267), and its rights, powers, duties and obligations were
transferred to a “successor agency” (as defined by CRL Section 34171(j) and Section 34173); and

WHEREAS, in accord with AB 26, the City Council took official action electing to become both
the Agency’s successor agency (“Successor Agency”) and its successor for housing functions in accord
with CRL Sections 34173 and 24176; and

WHEREAS, in pursuant to Section 34177(1¥1) the Successor Agency is required to prepare
“Recognized Obligation Payment Schedules” (each such Schedule a “ROPS”) that must be submitted
to the Auditor Controller, the State Department of Finance and the State Controller’s Office; and

WHEREAS, each ROPS must identify, on a prospective, six-month basis, the funds required by
the Successor Agency to satisfy the Agency’s enforceable obligations and to pay administrative expenses;
and

WHEREAS, a ROPS has been prepared for the period commencing July 1, 2012 through
December 31, 2012, (“Juily-December 2012 ROPS™), a copy of which is attached te this Resolution as
Exhibit A; and

WHEREAS, the July — December 2012 ROPS was prepared in accordance with the requirements
of CRL Section 34177 and other applicable law.

NOW, THEREFORE, BE IT RESOLVED BY THE OVERSIGHT BOARD AS THE
GOVERNING BOARD FOR THE SUCCESSOR AGENCY OF THE FORMER
REDEVELOPMENT AGENCY OF THE CITY OF CATHEDRAL CITY AS FOLLOWS:

Section 1. The City Council as the Successor Agency’s governing board established and
recommended Oversight Board approval of the July-December 2012 ROPS and directed the City
Manager to cause the transmission of the July-December 2012 ROPS to the Riverside County Auditor-
Controller, the State Confroller’s Office, and the State Department of Finance, or alternatively to provide
notice to those entities together with the address of the City’s website and the posting of the Amended
ROPS to the City’s website.

Section 2. The Successor Agency found and determined that the establishment of the July-
Dec 2012 ROPS is not a “project” requiring environmental review under the California Environmental
Quality Act (Public Resources Code Section 21000, et seq.) because it pertains to governmental fiscal



activities which do not involve any commitment to any specific project which may result in a potentially
significant impact on the environment.

Section 3. The Successor Agency recognized the July-December 2012 ROPS serves as the
budget document for the Successor Agency during the designated operative period and appropriated funds
as identified,

Section 4. The Successor Agency is required to submit the July — December 2012 ROPS to
the Oversight Board for approval.

Section 5. The Successor Agency has prepared an administrative budget for the approval of
the Oversight Board in accordance with CRL Section 34177(}) and said administrative budget is equal to
or will be adjusted to be equal to three percent of the property tax actually allocated by the Riverside
County Auditor Controller to the Successor Agency’s Redevelopment Obligation Retirement Fund for the
2012-13 fiscal year and allocated appropriately between cach ROPS prepared for the 2012-13 fiscal year,
excluding any administrative costs that can be paid from bond proceeds or from sources other than
property tax

Section 6. The Oversight Board has received the July — December 2012 ROPS and approves
the July — December 2012 ROPS inclusive of said administrative budget and all the underlying
agreements, a copy of which is attached as Exhibit A to this Resolution.

Section 7. The QOversight Board directs the City Manager to cause the transmission of the
ROPS to the Riverside County Auditor-Controller, the State Controiler’s Office, and the State
Department of Finance, or afternatively to provide notice to those entities together with the address of the
City’s website and the posting of the Amended ROPS to the City’s website

Section 8. This Resolution will become effective in accord with CRL Section 34179(h).

The foregoing Resolution was duly and regularly adopted at a regular meeting of the Oversight
Board to the Successor Agency of the Redevelopment Agency of Cathedral City held on April 26, 2012
by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:
CHAIR
APPROVED: ATTEST:
City Manager City Clerk/ Successor Agency Secretary

APPROVED AS TO FORM:

Oversight Board Counsel
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